
MORTGAGE LOAN

 BULLETIN

Spring 2004

California
Department
of
Real
Estate
Arnold Schwarzenegger, Governor
Sunne Wright McPeak, Secretary, Business, Transportation, & Housing Agency
John R. Liberator, Acting Real Estate Commissioner

The eLicensing online system available at www.dre.ca.gov offers expedited
processing of the following services any time of the day or week:

Broker and salesperson license renewals

Duplicate license requests (broker, salesperson, officer and branch office)

Salesperson requests to change employing broker

Broker certification of salesperson employment

Licensee mailing address changes

Broker main office address changes

Electronic Real Estate Bulletin subscriptions

Examination services: reschedule exam date; apply to re-take exam; change
exam mailing address; view exam records; check scheduled exam date; time
and location; view exam results; request duplicate schedule notices and
result notices; see if original license has been issued.

We encourage you to use eLicensing and hope you will encourage salespersons
you employ to use it as well. eLicensing is easy to use, paperless and interactive.
Acceptable methods of payment include VISA, MasterCard, American Express
credit card or debit card bearing a VISA or MasterCard logo.

You must have an existing examination record or license on file with the DRE to
use eLicensing. To use eLicensing for the first time, you need to register with the
DRE to create a user name and password. Thereafter, you may simply click on the
eLicensing graphic then enter your user name and password to sign in. A
personalized menu of eLicensing options available to you will appear.

California Civil Code Section
1632 currently requires that any
person engaged in a business

who negotiates primarily in the Span-
ish language, either orally or in writing,
deliver to the other party a Spanish-
language translation of the contract or
agreement, before it is executed. The
translation must include every term
and condition in the contract or agree-
ment.

To assist DRE-licensed brokers who
negotiate loans primarily in Spanish,
and where the loan is primarily for
personal, family or household purposes,
a Spanish translation of the Mortgage
Loan Disclosure Statement/Good Faith
Estimate (RE883A) required by Busi-
ness and Professions Code Section
10240 is available on the DRE Web site
www.dre.ca.gov. Delivery of the DRE
translated disclosure statement will
comply with the provisions of Civil
Code Section 1632.

Effective July 1, 2004 (pursuant to
AB309, Chapter 330), Civil Code Sec-
tion 1632 will additionally require per-
sons who negotiate primarily in
Chinese, Tagalog, Vietnamese or Ko-
rean, either orally or in writing, deliver
to the other party a translation of the
contract or agreement in the language
used for negotiations. The translation
must include translation of every term
and condition of the contract or agree-
ment. In order to comply with the dis-
closure form provisions, DRE-licensed
brokers who negotiate loans primarily
in these languages must, effective July
1, 2004, provide the Mortgage Loan
Disclosure Statement or Mortgage Loan

Mortgage Loan Disclosure Statements To Be Translated
Disclosure Statement/Good Faith Esti-
mate in the appropriate language. The
Department is in the process of devel-
oping these two forms translated into
the above languages and expects to
have them available to the industry in
both hard copy and on the DRE Web
site www.dre.ca.gov on or about June
1, 2004.

Affected brokers should fully review
the provisions of Civil Code Section

1632 in order to ensure their compli-
ance. Both versions of Section 1632,
the one now in effect, and the one
effective July 1, 2004, can be viewed at
www.dre.ca.gov. Click on 2004 Real
Estate Law, then Pertinent Excerpts
from the California Codes, then Civil
Code Excerpts.

Questions regarding this and other
mortgage loan related issues can be
answered by calling (916) 227-0770.



Mortgage Loan Bulletin 2 Spring 2004

MORTGAGE LOAN
BULLETIN

Vol. 14 No. 1 Spring  2004

STATE OF CALIFORNIA
ARNOLD SCHWARZENEGGER

Governor

BUSINESS, TRANSPORTATION AND
HOUSING AGENCY

SUNNE WRIGHT MCPEAK
Secretary

DEPARTMENT OF REAL ESTATE
JOHN R. LIBERATOR

Acting Real Estate Commissioner

Principal Office
2201 Broadway

Sacramento, CA 95818

Mailing Address
P.O. Box 187000, Sacramento, CA

95818-7000

Telephone
(916) 227-0770

John R. Liberator
Chief Deputy Commissioner

Robin Wilson
Chief Counsel

Randy Brendia
Managing Deputy Commissioner IV

Mortgage Lending

Gary H. Sibner
Senior Deputy Commissioner
Mortgage Lending Advertising

The MORTGAGE LOAN BULLETIN is published
as an educational service to real estate
licensees engaged in mortgage lending
activities.

Reproduction, in whole or in part, is au-
thorized with attribution to the Depart-
ment of Real Estate.

DRE’s Internet address is:
http://www.dre.ca.gov

CalHFA Offers More Than Just
First-Time Homebuyer Loans

Since 1988, the California Housing Finance Agency’s
(CalHFA) Mortgage Insurance Services Division, for-
merly known as CaHLIF, has been providing high
coverage, low cost mortgage insurance to home buy-
ing families throughout California. The importance of
CalHFA’s Mortgage Insurance Services Division is to
partner with lenders and financial investors who would
otherwise consider some affordable housing program
loans too much of an investment risk. Without

CalHFA’s mortgage insurance coverage, many affordable loans for low to
moderate income and hard to qualify borrowers may not be made.

Today, CalHFA Mortgage Insurance programs are available through lenders,
state and local government agencies and nonprofit affordable housing finance
providers. Examples of CalHFA’s strategic partnerships include:

� Jumbo Loan Product Partnership with Countrywide Home Loans and Na-
tional Homebuyers Fund – A new jumbo loan product to assist the workforce
in high cost counties to attain homeownership.

� Economic Opportunity Mortgage Program (EOM) – A partnership between
CalHFA and Union Bank of California providing up to 100% financing for
low income borrowers.

Summaries of all CalHFA Mortgage Insurance Division insured programs can be
obtained at www.calhfa.ca.gov/insurance/programs or by calling (916) 322-
8936.

CalHFA, the State’s affordable housing bank, was chartered in 1975 to meet the
housing needs of low and moderate income Californians and has helped more
than 155,000 families purchase their first home. A complete list of CalHFA
homeownership programs is available through CalHFA’s web site at
www.calhfa.ca.gov.

To increase operating efficiencies and take advantage of today’s
technology, the Mortgage Loan Bulletin is no longer distributed by U.S. mail.
The Department of Real Estate (DRE) will continue to publish the Mortgage
Loan Bulletin in April and October of each year, however, issues will be
available only on the DRE  Web site  www.dre.ca.gov under Publications,
Mortgage Loan Bulletin. Thank you for your understanding and please
continue to read the Mortgage Loan Bulletin.

REMINDER:
Mortgage Loan Bulletin only
published on the DRE Web Site
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Two bills amending statutes dealing with multi-lender (fractionalized) loans became law effective January 1, 2004.
Generally, these are notes that are either arranged or sold by brokers primarily to two or more private individual
investors where the notes are a series secured directly by the same real property, or the sale of undivided interests

in a note secured directly by real property equivalent to a series transaction.

The changes in the law pursuant to AB620 (Leno) and AB679 (Chavez) repealed Business and Professions Code Section
10229 which resided in Article 4 (Fees) of the Real Estate Law and added Sections 10237 through 10239.4 as Article 6 of
the Real Estate Law now known as Claim of Exemption from Securities Qualification. This change effected two major
amendments to the law. The first allows a multi-lender loan to be secured by more than one parcel of real property. To do
so, the broker must, in addition to the required disclosure of the material facts concerning the transaction, provide the
following:

� The address, description, and estimated market value of each property securing the loan,

� The amount of the available equity in each property securing the loan after the loan amount to be apportioned to each
property is assigned, and

� The loan to value percentage of each property after the loan amount to be apportioned is assigned.

In response to this change, the lender/purchaser disclosure statements, RE851A and RE851B were amended, and a new
Multi-property (Cross Collateralization) Addendum (RE851D) has been created, to accommodate these transactions and
are available at www.dre.ca.gov.

The second major amendment concerns multi-lender “construction” or “rehabilitation” loans. It changes the term “current
market value” to mean the value of the completed project if the following investor safeguards are met:

� An independent neutral third-party escrowholder is used for all deposits and disbursements,

� The loan is fully funded, with the entire loan amount to be deposited in escrow prior to recording the deed of trust,

� A comprehensive, detailed draw schedule is used to ensure proper and timely disbursements to allow for completion
of the project,

� The disbursement draws from the escrow account are based on verification from an independent qualified person who
certifies that the work completed to date meets the related codes and standards and that the draws were made in
accordance with the construction contract and draw schedule. (Note – “Independent qualified person” is very narrowly
defined in the statute),

� An appraisal is completed by a qualified and licensed appraiser in accordance with the Uniform Standards of
Professional Appraisal Practice (USPAP),

� In addition to the transaction documentation required by subdivision (i) of Section 10238 of the Code, the
documentation shall include a detailed description of actions that may be taken in the event of a failure to complete
the project, whether that failure is due to default, insufficiency of funds, or other causes, and

� The entire amount of the loan does not exceed $2,500,000.

Another amendment to the law requires a broker who arranges a transaction pursuant to Article 6, or pursuant to an offering
subject to the Corporation Code, to also clearly indicate in the transaction file the provision of the Corporate Securities Law
of 1968 pertaining to qualification, or exemption from qualification, under which the transaction is conducted. The broker
must retain the information in the transaction file for a period of 3 years.

Brokers who contemplate arranging or making any multi-lender (fractionalized) loan are highly encouraged to become
familiar with Article 6 in its entirety as non-compliance may expose the broker to discipline by both the Department of Real
Estate and the Department of Corporations which enforces the State’s securities laws. Note – the two different bills (AB620
and AB679) both added an Article 6 with the same section numbers, however, only the version added by AB679 included
all of the amendments. To avoid confusion when reviewing Article 6 in the 2004 Real Estate Law on the DRE Web site,
review the version added by Stats. 2003, c901, (AB679). Legislation has been introduced (Assembly Bill 2069 Chavez)
to repeal Article 6 as added by AB620, Chapter 902.

For questions regarding this and other mortgage loan related issues, call the Mortgage Loan Activities Unit at
(916) 227-0770.

MULTI-LENDER LAW AMENDED


